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President’s Message 


To Our Shareholders: 


Consolidated net income for the year 
ended June 30, 1976 is $473,000 equal to 
$0.27 per share on sales of $28,238,000. 
This compares with a loss of $2,682,000 
($1.55 per share) on sales of $25,242,000 
the previous year. 

Income before income taxes, minority 
interest and extraordinary items is 
$810,000, this compares with a loss of 
$3,068,000 for the year ended June 30, 
1975. 

Since June 1975, with the Ilco strike 
and the Rocky Mount, N.C. start up 
problems behind us and the stabilization 
of the economy in view, we have been 
able to concentrate on all levels of 
internal control. The steps taken enabled 
us to reduce inventory levels by 1.1 
million dollars and at the same time 
improve customer service. The trend of 
other important financial indicators 
have shown a similar improvement. 
Accounts receivable increased by 
$600,000, current bank indebtedness 
reduced by $550,000, payables reduced 
by $500,000, total long term debt reduced 
by $570,000 and working capital im- 
proved by $600,000. Additions to fixed 
assets of 1.1 million dollars have been 
fully paid from current income. 

From continuing assessment of the 
company performance as to diversity of 
products, quality of manufacturing facil- 


The Lock and Key Shop 


ities and efficiency of operations, the 
Board of Directors has concluded, and 
has so directed management that activ- 
ities should be streamlined and concen- 
trated both as to location of facilities 

and product line in those areas where 
Our experience and expertise give us 
maximum advantage in the market place. 
Thus we will concentrate on “Consumer 
Products” consisting of security locks 
and systems, keys, cabinet hardware and 
“Furniture Hardware” for the furniture 
manufacturing industry. 

Resulting from this directive, three 
items were identified for immediate 
attention, namely the sale of Richmond 
Machine Tocl & Die Casting Co. Ltd., 
the phase out of the old and inefficient 
Ilco manufacturing activities in Fitchburg 
and the licensing or otherwise con- 
tracting of the manufacturing activities 
of Unican Electrochemical Products Ltd. 

At this time | am able to report that 
we have succeeded in selling the 
Richmond Machine Tool & Die Casting 
Co. Ltd. for the sum of $700,000 resulting 
in a precapital gain tax profit of $550,000. 
A substantial portion of Ilco activities 
in Fitchburg have been phased out with 
negotiations in the final stage for the 
sale of $250,000 of fixed assets. We have 
also received positive interest in the 
Unican Electrochemical Products man- 
ufacturing activities from several sources 
in Europe and the United States. 


Furniture Hardware 


The financial results of these activities 
are not reflected in the June 30, 1976 
results enclosed but these will be shown 
in our interim reports. 

We expect the full impact of our 
improved financial, manufacturing and 
marketing strength to show substantial 
positive effects in the January to June 
30, 1977 operating results. The June 30, 
1976 statements indicate that we have 
met the goals outlined in my previous 
year President’s Message. Our ability to 
cope with and overcome the multitude 
of problems during the past 24 months 
represents a tribute to the entire Unican 
management group and all of our 
employees. 

With product lines as fresh in potential 
as they are old in experience, we shall 
continue our growth and profitability for 
the benefit of our employees and share- 
holders. 


ed 


Respectfully submitt 
UNICAN SECURITY SYSTEMS LTD. 
 Davon Ys i 
aron M. Fish ¥ 


President 
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i UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


UnICAN 


Consolidated Statement of Income 
Year ended June 30, 1976 


Sales 


Cost of sales and operating expenses before the 
undernoted items 


Income (loss) before the undernoted items 


Depreciation of fixed assets 
Amortization of other assets 

Interest on long-term debt 

Other interest 

Share of loss in 50% owned companies 


Research and development, net of government 
grants of $185,600 (1975 — $293,553) 


Income (loss) before income taxes, minority 
interest and extraordinary items 


Provision for income taxes (note 7) 
Current 
Deferred 


Net income (loss) before minority interest 
and extraordinary items 


Minority interest in net income (loss) 
Net income (loss) before extraordinary items 
Extraordinary items 


Reduction of current year’s income taxes on 
application of prior years’ losses 


Prior period adjustments (note 8) 
Net income (loss) 
Net earnings (loss) per share 


Before extraordinary items 
After extraordinary items 


1976 


$28,238,253 


24,892,336 
3,345,917 


1,087,036 


176,542 
418,214 
620,458 

18,033 


215,820 
2,536,103 


809,814 


178,269 
271,100 


449,369 


360,445 
21,499 


338,946 


134,400 


$ 473,346 


$0.20 
$0.27 


1975 


$25,242,107 


25,561,027 

(318,920) 
1,016,356 
196,474 
451,460 
816,544 
39,787 


228,199 
2,748,820 


(3,067,740) 


19,952 
(140,000) 
(120,048) 


(2,947,692) 
(392,925) 
(2,554,767) 


126,995 
$ (2,681,762) 


Pg UNICAN SECURITY SYSTEMSLTD. 


and its subsidiaries 


uUNnICcCAN 


Consolidated Balance Sheet 
Year ended June 30, 1976 


ASSETS 


Current 
Receivables — trade 
— 50% owned companies 
Inventories (note 2) 
Prepaid expenses 


Investment in and Advances to 50% Owned Companies 
Shares — at equity 
Advances 


Fixed Assets (note 3) 
Other 


Patents and franchise rights, at cost less 
accumulated amortization 


Unallocated cost of business over book value 
of net assets acquired, less accumulated 
amortization 


Preproduction costs at new plant, less 
accumulated amortization 


Other deferred expenses and deposits 


= 
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1976 


$ 4,494,471 
286,194 
6,713,648 
165,270 
11,659,583 


5,323 
132,022 
137,345 

7,392,489 


149,310 


94,000 


340,000 
19,040 


602,350 


$19,791,767 


1975 


$ 3,884,305 
121,663 
7,843,204 
171,736 
12,020,908 


23,356 
104,022 
127,378 


7,987,317 


151,873 


141,000 


451,287 
82,912 


827,072 


$20,562,675 


LIABILITIES 


1976 
Current 
Bank indebtedness (note 4) $ 5,323,145 
Payables 4,999,705 
Current portion of long-term debt (note 5) 636,715 
10,959,565 
Long-term debt (note 5) 3,617,548 
Deferred income taxes 803,040 
Minority interest in subsidiary companies 74,290 
SHAREHOLDERS’ EQUITY 
Capital stock 
5% non-cumulative, redeemable preferred 
shares at a par value of $1 per share. 
Authorized 45,000 shares — issued and 
redeemed 12,600 shares 
Common shares without par value. 
Authorized 2,000,000 shares — issued 
1,816,480 shares (1975 — 1,816,480 shares) 5,484,831 
Contributed surplus (note 6) 131,193 
5,616,024 
Deficit 1,117,136 
4,498,888 
Less cost of 75,000 common shares (1975 — 92,250) 
Held by a foreign subsidiary 161,564 
4,337,324 


$19,791,767 


1975 


$ 5,870,728 
5517.00] 
546,373 
11,934,632 
4,275,711 
531,940 
92,791 


5,484,831 
72,526 
5,007,397 
1,590,482 
3,966,875 
199,274 
3,767,601 
$20,562,675 


Gee UNICAN SECURITY SYSTEMSLTD. 


and its subsidiaries 


Consolidated Statement of Retained Earnings 
Year ended June 30, 1976 


Retained Earnings (deficit) — beginning of year 
As previously reported 
Prior period adjustments (note 8) 
As restated 
Net income (loss) 


Retained Earnings (deficit) — end of year 


1976 


$(1,349,654) 
240,828 


(1,590,482) 
473,346 


$(1,117,136) 


1975 


$ 1,205,113 
113,833 
1,091,280 
(2,681,762) 
$(1,590,482) 


a UNICAN SECURITY SYSTEMSLTD. 


and its subsidiaries 


UNICAN 


Consolidated Statement of Changes in Financial Position 


Year ended June 30, 1976 


Source of Working Capital (Use) 
Net income (loss) before extraordinary items 


Items not affecting working capital — 
Depreciation and amortization 


Profit on sale of fixed assets 

Deferred income taxes 

Minority interest 

Share of loss in 50% owned companies 


Working capital provided by (used in) operations 
before extraordinary items 


Extraordinary item 
Sales of fixed assets 
Long-term debt 
Long-term debt forgiven 


Shares of a subsidiary issued to a minority 
interest 


Sale (acquisition) of common shares held by a 
foreign subsidiary 


Decrease (increase) in other assets 


Use of Working Capital 
Purchase of fixed assets 
Reduction in long-term debt 
Advances to 50% owned companies 
Extraordinary item 


Increase (Decrease) in Working Capital 
Working Capital — Beginning of Year (restated) 


Working Capital — End of Year 


1976 
$ 338,946 


1,263,578 

(345,155) 
271,100 
21,499 
18,033 


1,568,001 
134,400 
576,831 

63,062 
58,667 


37,710 
48,180 


2,486,851 


1,123,884 
721,225 
28,000 
1,873,109 
613,742 
86,276 

$ 700,018 


1975 
$ (2,554,767) 


1,212,830 
(338,949) 
(140,000) 
(392,925) 

39,787 


(2,174,024) 


661,231 
658,342 
11,733 


100 


(23,524) 
(7,516) 
(873,658) 


1,177,021 
898,882 
104,022 
143,806 

2,323,731 

(3,197,389) 

3,283,665 
$ 86,276 
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and its subsidiaries 
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Notes to consolidated financial statements 
June 30, 1976 


1. Summary of significant accounting policies 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Principles of consolidation — 


These consolidated financial statements include the accounts of the company and all of its 
domestic and foreign subsidiaries. All intercompany accounts and significant intercompany 
transactions have been eliminated in consolidation. The investments in 50% owned companies 
are accounted for on the equity basis. 


Translation of foreign currency — 


Current assets and current liabilities of the company and its domestic and foreign subsidiaries 
in U.S. dollars have been translated to Canadian dollars at par of exchange. Non-current assets 
and liabilities of U.S. subsidiaries have been translated to Canadian dollars at par being the 
approximate rate of exchange of Canadian and U.S. dollars at the dates of acquisition. The 
company will continue to use this procedure until a material and lasting exchange fluctuation 
makes a change necessary. 


Inventories — 

Inventories are valued at the lower of standard cost and estimated net realizable value, with 
such standard cost approximating current cost as determined by first-in, first-out method. 
Fixed assets — 


Fixed assets are stated on the basis of cost. Expenditures for major renewals and betterments 
are Capitalized. Maintenance and repairs are charged to operations as incurred. The carrying 
amounts of assets sold, retired, or otherwise disposed of and the related accumulated deprecia- 
tion are eliminated from the accounts, and any resulting gain or loss is reflected in income. 
Depreciation is calculated on a straight line basis over the estimated useful lives of the assets. 
The estimated useful lives of the principal classes of assets are — 


Buildings 5 — 40 years 
Machinery and equipment 3 — 15 years 
Leasehold improvements term of lease 


Amortization of other assets — 


(i) Patents and franchise rights are amortized on a straight-line basis over their estimated 
useful lives, which are generally seventeen years. 


(ii) Unallocated cost of business over net book value of assets acquired is being amortized over 
a five year period ending June 30, 1978. 


(iii) Preproduction costs are being amortized on a straight-line basis over a five year period 
ending June 30, 1979. 

Product development expenses — 

All research and product development costs are charged to operations as incurred. 


2. Inventories 


1976 1975 
Finished goods $2,437,791 $2,850,446 
Work in process 2,126,355 2,698,637 
Raw materials 2,149,502 2,294,121 
$6,713,648 $7,843,204 


3. Fixed assets 1976 


Accumulated 


Cost Depreciation 
Land $ 226,406 $  — 
Buildings 2,506,041 377,985 
Machinery and 
equipment 10,053,727 5,464,017 
Leasehold improve- 
ments 694,957 246,640 
$13,481,131 $6,088,642 


4. Bank indebtedness 


Net 
$ 226,406 
2,128,056 


4,589,710 


448,317 
$7,392,489 


1975 


Net 
$ (274,556 
2,224,160 


4,649,331 


439,270 
$7,587,317 


Receivables and inventories are pledged as collateral for bank indebtedness. A subsidiary with bank 
indebtedness of $1,019,000 has pledged as additional collateral, all of its real and tangible properties 


subject only to a prior mortgage of $135,000. 


5. Long-term debt 


Payable in Canadian funds — 
113%4% First mortgage bonds, Series ‘‘A”’ payable 
in monthly instalments, maturing June 1981 


13% First mortgage bonds, Series ““B” payable 
in monthly instalments maturing December 1980 


Debentures held by a government development agency, 
payable in monthly instalments — 
9Y%2% maturing February 1982 


8% % maturing September 1979 
Various conditional sales contracts 


Payable in United States funds — 


First mortgage payable in monthly instalments, interest at 
prime rate plus 3% (minimum rate 942%) maturing 1980 


5% unsecured loan, payable in monthly instalments, 
maturing 1980 


9% mortgage payable in monthly instalments, 
maturing 1999 


Bank loans — 
8% payable in monthly instalments maturing 1978 


934% payable in quarterly instalments maturing 1978 
Various conditional sales contracts 


Current portion of long-term debt 


1976 


799,000 
450,200 
128,969 
116,685 


171,414 
1,666,268 


135,016 
394,000 
1,563,946 


154,430 
226,000 
114,603 


2,587,995 


4,254,263 
636,715 


$3,617,548 


1975 


899,500 


500,000 


145,487 
146,844 
287,940 

1,979,771 


216,532 
422,000 
1,584,298 


221,064 
276,000 
122,419 
2,842,313 
4,822,084 
546,373 
$4,275,711 


The aggregate payments estimated to be required in each of the next five years to meet principal 


retirement provisions of long-term debt agreements presently in effect are as follows — 


1977 
1978 
1979 
1980 
1981 


$637,000 
785,000 
606,000 
478,000 
298,000 


The long-term debt is secured by a charge against fixed assets and a floating charge on all other 


assets of certain subsidiaries. 
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6. Contributed surplus 


The major component of contributed surplus is forgiven government agency development loans 
including a portion of a loan forgiven during the year in the amount of $58,667 (1975 — $11,733). 


7. Income taxes 


As at June 30, 1976 certain of the company’s subsidiaries have losses for tax purposes sustained 
in current and prior years which may be used to reduce their taxable incomes in future years as 
follows — 


Deduction available 


until 

1978 $ 580,000 
1979 556,000 
1980 1,535,000 
1981 259,000 


$2,930,000 


Certain of the company’s United States subsidiaries have additional benefits available which may be 
used to reduce income taxes payable in future years. These benefits aggregate approximately 
$284,000. 


8. Prior period adjustments 


(a) During 1970 and 1971, Ilco Corporation, a subsidiary, was named in a number of class actions 
against manufacturers of lock hardware alleging violations of the anti-trust laws. These actions 
were settled during the year and the costs net of the minority interests thereof were $113,833 
and have been charged to retained earnings as a prior period adjustment and retained earnings 
as at July 1, 1974 has been restated. 


(b) During the fiscal year 1975, Ilco Corporation, a subsidiary, was named a defendant in a number 
of cases brought forward by union members to the American Arbitration Association. These 
cases, aggregating $207,000 arose from collective bargaining and a strike during the 1975 fiscal 
year and were settled during the current year. The 1975 financial statements included a provision 
of $100,000 for this settlement and the final settlement costs less the minority interests’ share 
thereof were $52,986 in excess of the 1975 provision and have been charged to retained 
earnings as a prior period adjustment and retained earnings as at July 1, 1975 has been restated. 
The 1975 figures have been restated to reflect the final settlement. 

As at the date of the Auditors’ report the payments called for by the settlement agreement have 
been made and the remaining payments are due in equal monthly instalments of $10,000 each 
until May 1977. 

These cases, together with a number of alleged unfair labour practice complaints issued by the 
National Labour Relations Board, may be reactivated if the company does not make the 
remaining payments. 

The above agreement also settled in principle a vacation pay dispute. The provision for these 
costs, net of the minority interests’ share thereof were $74,009 and have been reflected in the 
accounts in the same manner as the $52,986 mentioned above. 


9. Contingencies 


Arising from the strike at Ilco Corporation, a subsidiary, in the fiscal year 1975 and the winding down 
of operations in that year and in the current year, there exists several union and other matters which 
may give rise to litigation. In addition the nature and size of the amounts due to the employee pension 
plan are not determinable at this time. 


Legal counsel and the company are unable to assess what costs, if any, may result from these 
matters. 


10. Commitments under long-term leases 


(a) The company rents a building from shareholders under a long-term lease which expires on 
October 31, 1983. Annual rentals are payable in advance, with the next payment amounting to 
$52,000 due on October 31, 1976. 
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Annual rentals reduce by $2,000 per year until October 31, 1981 and a final payment of $15,000 


is due on October 31, 1982 in respect of the ensuing year. 


Under a separate agreement, the company has an option to purchase the property at any time 
during the term of the lease for the original purchase price of the shareholders of $425,000 


plus imputed interest from December 1969 at the rate of 3% compounded annually. 


(b) Rental commitments under significant non-cancellable leases are estimated for each of the next 


five years as follows — 


1977 $257,000 

1978 237,000 

1979 233,000 

1980 156,000 

1981 120,000 
11. Remuneration of directors and officers 1976 1975 
Number of directors Wa aes 
Aggregate remuneration of directors as directors $ 16,400 $ 5,100 
Number of officers 4 4 
Aggregate remuneration of officers as officers $222,500 $194,600 
Number of officers who are also directors 3 3 


12. Comparative figures 


Certain comparative figures have been reclassified to conform with the presentation adopted in the 
Current year. The comparative figures are based upon financial statements which were reported 
on by other auditors. 


13. Anti-inflation legislation 


Certain companies of the group are subject to the Federal Anti-Inflation Act which provides for the 
restraint of profit margins, prices, dividends and compensation. 


The effect of this legislation with respect to the companies first compliance period ended June 30, 
1976, cannot be accurately determined at this date. It is management’s opinion that the companies 
have complied with the intent of the legislation and that no significant liability will arise. 


14. Subsequent event 


On August 27, 1976 the company sold a subsidiary in the aluminum contract die casting business. The 
proceeds of $700,000 will result in an approximate precapital gains tax profit of $550,000. The 
consideration received was $500,000 cash at the time of sale and long-term notes bearing interest 
of 10% and maturing $50,000 per annum until September, 1980. 


The effect of this transaction is not reflected in these financial statements. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Unican Security Systems Ltd. and its 
subsidiaries as at June 30, 1976 and the consolidated statements of income, retained earnings and 
changes in financial position for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, subject to the final outcome of the matters referred to in note 9, these 
consolidated financial statements present fairly the financial position of the companies as at 
June 30, 1976 and the results of their operations and the changes in their financial position for the 
year then ended, in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 
Montreal, Quebec 4 ; 
October 5, 1976 Chartered Accountants 
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5795 de Gaspé Ave., 
Montreal, Que. H2S 2X3 
(514) 273-0451 
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The Toronto Dominion Bank, 
3590 St. Lawrence Blvd., 
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5795 de Gaspé Ave., 
Montreal, Que. H2S 2X3 


Ilco Corporation, 
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Fitchburg, Mass. 01420 
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400 Fawn Drive, 
Rock Mount, N.C. 27801 
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Montreal, Que. H2S 2X3 


Unikis Japan Co. Ltd., 
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Minami-Ku, Osaka, Japan 
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5795 de Gaspé Ave., 
Montreal, Que. H2S 2X3 


Ma hs eare 


SAA uy, 
Mey Wee ay a 1 
OR H 

Tan? 
i f 
| 
; | 
j ‘ 
Thy 
ii at 
i 
f 
} 
i 
; 


TPR OF Fer = 


, 


i 


bids 
ri 


ly 
iyi 
f 
{ 


Wei 


BLUR, 
j 
) ee 


Wal 
bi 


nt 


tute 


Aiitee 


" + 
bea 

vii i 

Rey GS Sia 


oe 
are 


tN 
Bag 


